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and this causes the flow of products to other enterprises. Insufficient capital directly limits the volume of business because it checks the quantity of commodities which may be purchased. Aside from these elements of control or definite reaction upon the volume of business, the size of the enterprise is as important as either management or financing.
All marketing enterprises engage in the business of handling products to provide services that meet requirements of distance, time, variety, quality, or quantity. In accomplishing each of these purposes, as discussed in the preceding chapters, there is a relation between the quantity of business done and the cost of operation per unit of product handled. For example, the cost of manufacturing butter in a creamery making a large quantity, was much less per pound than in a small creamery. The costs of handling grain were less in an elevator receiving and shipping a large quantity than in one which did a small business. Similarly, in almost all marketing enterprises increasing volume is important in reducing operating costs up to the point where the full operating capacity of the management, equipment and labor is being overreached.
A very common cause for the failure of marketing companies has been the fact that too small a volume of business was handled to keep the fixed or overhead expense and the variable costs low enough to permit the paying of attractive prices to producers of raw material. A striking illustration of the wholesale failure of private middlemen due to shrinking patronage is that of Iowa's creamery experience. Because local cooperative creameries gave substantially higher prices for butterfat than private local creameries, 147 private plants ceased operation between 1900 and iQis.1 An equally forceful illustration of the starvation and hence failure of local coopera-
1 University of Wisconsin, thesis by the author, A History of the Organization of Creameries and Cheese Factories in the United States, Chapter 5, Table 5.